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1. SUMMARY. DEPUTY ASSISTANT SECRETARY OF STATE KATZ AND 
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AGRICULTURE DEPUTY ASSISTANT SECRETARY BELL DISCUSSED 
ON SEPTEMBER 12 WITH EC COMMISSION OFFICIALS THE 
OUTLOOK FOR THE PRODUCTION AND CONSUMPTION OF GRAINS 
AND PROTEINS. THIS MEETING IS A FOLLOW-UP TO THE BUTZ / 

LARDINOIS DISCUSSIONS IN WASHINGTON IN JULY. THE CONSULTATIONS 
CONSISTED OF A LUNCHEON AND SEPARATE MEETING WITH EC 
COMMISSIONER FOR AGRICULTURE LARDINOIS AND AN EXTENDED 
SESSION CHAIRED BY THE COMMISSION'S DEPUTY DIRECTOR 
GENERAL FOR AGRICULTURE. MICHAEL FRANKLIN. BOTH SIDES 
AGREED THAT THE SHORTAGE IN SOYBEANS AND FEEDGRAINS 
WAS DIMINISHING, BUT THAT WHEAT COULD REMAIN IN TIGHT 
SUPPLY. LARDINOIS HOPES TO REDUCE THE EC’S WHEAT 
DENATURING PREMIUM. THERE WERE NO UNEXPECTED ELEMENTS 
IN THE EXCHANGE OF INFORMATION, ALTHOUGH THE COMMISSION WAS 
NOT YET IN A POSITION TO PROVIDE US WITH FIGURES ON PRO- 
TEINS. FRANKLIN STRESSED THE ADVERSE PSYCHOLOGICAL EFFECT 
OF US EXPORT CONTROLS. WE REFERRED TO THEIR EXPORT 
LEVIES ON WHEAT AND EXPORT EMBARGOES ON DURUM AND RICE. 
LARDINOIS ARGUED FOR US FLEXIBILITY ON COMMODITY 
AGREEMENTS. BOTH SIDES EXPECTED TO PARTICIPATE IN THE 
OECD MEETINGS ON GRAINS AND PROTEINS THOUGH PLANS WERE 
NOT RPT NOT DEFINITE. TH EC IS PLANNING TO ATTEND THE 
FAO MEETING. THEY AGREED THAT FURTHER BILATERAL TALKS 
WOULD BE USEFUL AFTER THE CURRENT RUN OF MULTILATERAL 
MEETINGS. END SUMMARY. 

2. AT A BRIEF MEETING WITH COMMISSIONER LARDINOIS 
AND AT THE LUNCHEON HE GAVE FOR KATZ. BELL AND 
AMBASSADOR GREENWALD, DISCUSSIONS FOCUSED ON (A) 

THE ECS WHEAT SITUATION; (B) INTERNATIONAL COMMODITY 
AGREEMENTS, PARTICULARLY IN LIGHT OF THE EXPERIENCE 
WITH THIS YEAR'S AGRICULTURAL SHORTAGES, AND (C) THE 
FORTHCOMING MULTILATERAL MEETINGS ON PROTEINS AND 
GRAINS. 

3. LARDINOIS SAID - EMPHASIZING THAT IT IS FOR US 
GOVERNMENT INTERNAL INFO ONLY - THAT HE HOPES TO BE 
ABLE TO REDUCE THE DENATURING PREMIUMS FOR WHEAT. HE 
SAID THAT THIS PREMIUM WAS ORIGINALLY INTENDED TO DISPOSE 
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OF WHEAT SURPLUSES. BUT THAT NOW SEVERAL MEMBER STATES 
WISH TO MAINTAIN IT IN ORDER TO KEEP FEED RATIONS CHEAP. 
MOREOVER. ONE MEMBER STATE (FRANCE) WISHES TO EMBARGO 
WHEAT EXPORTS COMPLETELY TO KEEP DOMESTIC PRICES LOW. 

LARDINOIS WISHES NEVERTHELESS TO DIVERT WHEAT FROM ANIMAL FEED 

USES, BUT HIS ABILITY TO DO THIS DEPENDS IMPORTANTLY ON 

THE AVAILABILITY OF FEEDGRAINS, PRIMARILY CORN. BELL 

AND KATZ EXPRESSED THE HPE THAT LARDINOIS COULD SUCCEED 

IN THIS EFFORT IN VIEW OF THE TIGHT WORLD SITUATION 

IN WHEAT FOR HUMAN CONSUMPTION AND THE AVAILABILITY OF 
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US FEEDGRAINS. 

4. ON COMMODITY AGREEMENTS, LARDINOIS ARGUED AT 
LENGTH FOR US FLEXIBILITY AND OPEN-MINDEDNESS IN LINE 
WITH THE VIEWS HE HAD EXPRESSED DURING HIS JULY 
WASHINGTON VISIT. HE MENTIONED INTER ALIA THE IM- 
PORTANCE OF INTERNATIONAL BUFFER STOCKS AND FOOD AID AND 
THE DESIRABILITY OF SHARING THE COSTS OF MAINTAINING SUCH 
STOCKS. HE MADE SPECIAL PLEA FOR THE US TO JOIN 

THE INTERNATIONAL SUGAR AGREEMENT FOR POLITICAL REASONS 
AND AS A SYMBOL OF INTEREST IN THE LDC PRODUCING COUNTRIES 
- ESPECIALLY THE CARIBBEAN. HE SAID THAT US PARTICIPATION 
WOULD HELP HIM TO GET THE EC TO JOIN ISA. 

5. KATZ AND BELL MADE CLEAR OUR WILLINGNESS TO DISCUSS 
WITH THE COMMUNITY ITS SPECIFIC IDEAS OR SUGGESTIONS IN 
THE COMMODITY FIELD. BUT THEY STRESSED. IN THE LIGHT 

OF PAST EXPERIENCE, THE MANY PRACTICAL SHORTCOMINGS OF 
INTERNATIONAL COMMODITY AGREEMENTS. THEY ALSO STATED THAT 
WHATEVER LESSONS MAY BE DRAWN FROM THIS YEAR'S EXPERIENCE 
WITH SOYBEANS AND GRAINS, WE WOULD NOT AGREE THAT THIS 
EXPERIENCE GIVES GROUND FOR VIEWING INTERNATIONAL COMMODITY 
AGREEMENTS AS ANY PANACEA. WE DO NOT BELIEVE THAT 
THE EXISTENCE OF INTERNATIONAL COMMODITY AGREEMENTS COULD 
HAVE PREVENTED THE EVENTS OF LAST SPRING. ON THE OTHER 
HAND, WE WOULD BE INTERESTED IN SPECIFIC IDEAS, E.G. ON 
IMPROVING FOOD AID OR STOCKING POLICIES. 

6. WITH REGARD TO THE BOERMA INITIATIVE FOR AN FAO 
MEETING ON SEPTEMBER 20. LARDINOIS SAID HE SHARED SOME 
OF OUR SKEPTICISM. IN PARTICULAR, HE AGREED THAT 
LIMITED OFFICIAL USE 
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ABSENCE OF ADVANCE PREPARATION AND CONSULTATION WITH 
KEY COUNTRIES BY BOERMA WAS REGRETTABLE. NEVERTHELESS, 

HE THOUGHT THERE WERE IMPORTANT THINGS TO DISCUSS, NOTABLY 
THE WORLD FOOD PROGRAM. FAO COULD NOT SIMPLY IGNORE 
THE CURRENT SITUATION. THEREFORE, WHILE HE HAD REFUSED 
TO PARTICIPATE IN A MINISTERIAL MEETING UNDER FAO AUSPICES AT 
THIS TIME, HE HAD AGREED THAT RABOT SHOUDL GO, ACCOMPANIED 
BY MEMBER STATE REPS. HE URGED THAT WE GO ALONG WITH 
BOERMA; SEND A DELEGATION IF ONLY AT "EXPERT" LEVEL; 

AND NOT SEEK POSTPONEMENT. (COMMENT: LARDINOIS IMPLIED 
STRONGLY THAT, WHATEVER RESERVATIONS HE MIGHT HAVE, HE 
HAS MADE A PERSONAL COMMITMENT TO BOERMA.) 
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7. AFTER LARDINOIS’ DEPARTURE, FRANKLIN SAID THAT THE 
COMMUNITY HAD NOT YET DECIDED ON ITS POSITION ABOUT 
ATTENDING AN OECD MEETING IN OCTOBER. WHEN TOLD 
THAT VAN LENNEP IS NOW CONSIDERING INVITING "ADVISORS' 1 
FROM THE FIVE PRINCIPAL SUPPLIER AND CONSUMER COUNTRIES 
WITHOUT IMMEDIATE RUSSIAN AND CHINESE PARTICIPATION, 

HE SAID THAT PERSONALLY HE SAW NO PROBLEM WITH SUCH A 
MEETING, AND THOUGHT THE EC WOULD BE PRESENTED 
ALTHOUGH THERE WERE QUESTIONS ABOUT THE COMMISSION/ 
LIMITED OFFICIAL USE 
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MEMBER STATE BALANCE. THE COMMISSION WAS IN ANY CASE 
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AWAITING RESULTS OF OECD DEPUTY SECRETARY GENERAL ELDIN’S 
CONTACTS IN TOKYO. HE ALSO SAID THAT CONTINUATION OF THE 
US-EC DIALOGUE ON THE COMMODITY SITUATION WOULD BE USEFUL 
AFTER THE CURRENT SERIES OF MULTILATERAL MEETINGS. 

8. THE FOLLOWING TOPICS WERE DISCUSSED WITH A GROUP 
OF EC AGRICULTURAL EXPERTS CHAIRED BY FRANK!, IN. I.E. 

LARDINOIS NOT PRESENT. 

A. GRAIN SITUATION: THE US FURNISHED GRAIN BALANCES 
FOR 1973/74 AND 1974/75. WE POINTED OUT THAT THE US 
SEPTEMBER CROP ESTIMATE INDICATES RECORD CROPS FOR CORN, 
WHEAT AND SORGHUM. THESE ESTIMATES. WE SAID, INDICATE 
THAT THE TIGHT DEMAND-SUPPLY SITUATION HAS EASED. 

HOWEVER, WHEAT SUPPLIES COULD REMAIN TIGHT, AND THE US 
1973/74 WHEAT CARRY-OUT STOCKS ARE EXPECTED TO BE AT A 
MUCH LOWER LEVEL THAN IN PREVIOUS YEARS. 

THE COMMISSION GIVE US THEIR ESTIMATED BALANCE FOR 
WHEAT, CORN, AND BARLEY. THEY STRESSED THE TENTATIVE 
NATURE OF THESE ESTIMATES AND ALSO THE FACT THAT 
THE COMMISSION S ESTIMATES DIFFER SOMEWHAT FROM THOSE 
FURNISHED BY THE MEMBER STATES. FOR INSTANCE, UNDER 
CURRENT POLICIES THE MEMBER STATES TOGETHER EXPECT THAT 
ONLY 7.6 MILLION MT OF WHEAT WILL BE DENATURED. THE 
COMMISSION EXPERTS EXPECT THAT UNDER CURRENT POLICIES TOTAL 
DENATURING WILL AMOUNT TO 9 MILLION MT. THE COMMISSION 
EXPECTS TOTAL SOFT WHEAT IMPORTS OF 5.5 MILLION MT. 

THE MEMBER STATES ESTIMATE TOTAL EC SOFT WHEAT EXPORTS 
(INCLUDING FLOUR) AT 5.7 MILLION, BUT THE COMMISSION'S 
ESTIMATE IS ONLY 4.2 MILLION MR. COMMUNITY OFFICIALS 
AGREED THAT WHEAT IS THE ONLY GRAIN THAT MIGHT BE IN 
TIGHT SUPPLY. THEY EXPECT THEIR YEAR END STOCKS TO BE 
LOWER THAN AT THE BEGINNING OF THE YEAR. BELL STRESSED 
US CONCERN LEST THE COMMUNITY USE LARGE QUANTITIES OF 
MILLING WHEAT FOR FEED AND EMPHASIZED THAT THE US HAS A 
SUFFICIENT SUPPLY OF CORN TO MEET THE EC'S FEED REQUIREMENTS. 
TO MEET THE DURUM SHROTAGE, BELL RECOMMENDED THAT ITALY 
FOLLOW THE US LEAD IN NOT USING ONE HUNDRED PERCENT OF 
DURUM IN PASTA GOODS. 
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B. PROTEIN SITUATION: BELL PRESENTED THE ESTIMATED US 
BALANCES FOR SOYBEANS AND MEAL FOR 1973/74 AND 1974/75 
SHOWING THAT BOTH SOYBEANS AND SOYBEAN MEAL EXPORTS 
TO THE COMMUNITY IN 1973/74 WILL BE HIGHER THAN IN 
PREVIOUS YEARS. HE ALSO PRESENTED A TABLE SHOWING 
THAT THE LARGE SPREAD BETWEEN SOYBEAN MEAL PRICES 
IN THE US AND THE COMMUNITY HAD LASTED ONLY A SHORT WHILE. 
(THIS WAS TO MEET LARDINOIS'S EARLIER COMPLAINT ABOUT 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



THE INFLATIONARY EFFECT ON EC FEEDSTUFF PRICES OF THE 
TEMPORARY US EXPORT RESTRICTIONS.) THE COMMISSION 
OFFICIALS REGRETTED NOT BEING ABLE TO PRESENT PROTEIN 
BALANCES. THE COMMISSION AT PRESENT HAS ONLY FRAGMENTARY 
INFORMATION AT ITS DISPOSAL ON THIS SUBJECT, BUT 
HOPES TO HAVE MORE AVAILABLE WITHIN THE NEXT FEW WEEKS. AT 
ANY RATE, THE COMMISSION OFFICIALS AGREED WITH AMERICAN 
ESTIMATES THAT US EXPORT CONTROLS HAD NOT PRODUCED A 
SCARCITY OF SOYBEANS IN EUROPE. HOWEVER, FRANKLIN STRESSED 
THAT THE US HOULD NOT UNDERESTIMATE THE ADVERSE PSYCHOLOGICAL 
EFFECT OF US EXPORT CONTROLS. THE COMMISSION EXPERTS 
EXPRESSED THE BELIEF THAT WHILE THE SHARE OF SOYBEAN 
MEAL IN INDIVIDUAL FEED RATIONS WILL DECLINE SLIGHTLY IN 
THE CURRENT YEAR, THE OVERALL COMMUNITY USE OF SOYBEANS 
WILL INCREASE. THEY ESTIMATE THAT IN THE NEXT FIVE YEARS 
THE COMMUNITY'S DEMAND FOR PROTEINS WILL RISE AT AN ANNUAL 
RATE OF 5 PERCENT. 

9. AT THE END OF THE MEETING IT WAS AGREED THAT A 
CONTINUATION OF THIS DIALOGUE WOULD BE USEFUL AFTER 
THE MULTILATERAL CONSULTATIONS ON THESE SUBJECTS. 

BELL, IN PARTICULAR, STRESSED THAT THE US CAN PRODUCE 
SUFFICIENT QUANTITIES OF FEEDGRAINS AND SOYBEANS TO MEET 
THE COMMUNITY'S REQUIREMENTS, BUT NEEDS FOR ITS OWN 
POLICY PLANNING THE PERTINENT COMMUNITY STATISTICS 
TO KNOW WHAT THESE REQUIREMENTS ARE.GREENWALD 
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